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1. IBRD VP BENJENCK AND SENIOR ECONOMIST ARMSTRONG CALLED 
ON AMBASSADOR SEPT 3 AT THEIR REQUEST FOR A DISCUSSION OF 
THE BANK'S PROGRAMS AND PLANS IN EGYPT (SEPTEL), AND 
SUBSEQUENTLY CALLED EMBOFF TO REPORT ON DEVELOPMENT DISCUSSED 
BELOW. IT APPEARS THAT THERE IS A DEFINITE LINK BETWEEN THE 
PROPOSED $50 MILLION IBRD LOAN TO THE SUEZ CANAL AUTHORITY 
(SCA)IREF A) AND THE DELAYS IN AWARDING A CONTRACT FOR 

THE DREDGING OF THE CANAL (REF B). 

2. THE $50 MILLION IS INTENDED FOR USE IN PURCHASING 
EQUIPMENT RELATED TO THE REOPENING OF THE CANAL. WHILE 
THERE IS NO QUESTION AS TO THE UNILITY AND VIABILITY OF 
THIS PHASE OF THE GOE’S PLANS, THE BANK IS CONCERNED OVER 
WHAT IT SEES AS DETERMINATION TO PUSH AHEAD ON THE FAR 
MORE QUESTIONABLE DEEPENING AND WIDENING SCHEMES WITHOUT 
CAREFUL AND DETAILED STUDY. SINCE THIS EFFORT COULD HAVE 
AN ADVERSE IMPACT ON THE ABILITY OF THE SCA TO SERVICE 
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UNLESS AND UNTIL IT HAS AN OPPORTUNITY TO STUDY THE 
DOCUMENTATION ON WHICH THE SCA HAS MADE ITS COST/BENEFIT 
CALCULATIONS. 

AS A RESULT, THE SCA HAS RELUCTANTLY AGREED 
TO POSTPONE AWARDING THE CONTRACT FOR THE DREDGING. IBRD 
REPS TOLD US THAT A SIX- WEEK DELAY HAD BEEN OBTAINED; THE 
SEPTEMBER 30 DATE MENTIONED REF B WOULD BE APPROXIMATELY 
THE SAME TIME-FRAME. 


3. WE GATHER THAT THE RECENT MEETINGS WERE RATHER ANIMATED, 
WITH THE SCA SIDE RESENTFUL OF WHAT THEY CONSIDERED TO BE 
QUESTIONS AS TO THEIR COMPETENCE. THEIR ATTITUDE WAS 
REPORTED AS "WE KNOW WHAT WE'RE DOING". THE BANK, ON 

THE OTHER HAND, WAS CONCERNED OVER THE FACT THAT LITTLE 
IF ANY MEANINGFUL ATTENTION HAD BEEN PAID TO ALTERNATIVES 
AND, IN PARTICULAR, THE EFFECTS ON REVENUES THAT MAY 
RESULT FROM THE CONTRUCTION OF A PIPELINE PARALLEL TO 
THE CANAL, A PROJECT THAT IT FEELS IS QUITE CLOSE TO 
IMPLEMENTATION. THE BANK ALSO SAYS THAT THE METHODOLOGY 
THE SCA HAS USED IN UPDATING THE 1967 AND 
1971 STUDIES OF 

THE PROJECT IS HIGHLY SUSPECT. 

4. IN REFTEL C, THE EMBASSY REPORTED THAT THERE HAD BEEN 
AN EARLIER DISAGREEMENT BETWEEN THE BANK AND 

THE GOE ON 

THIS SUBJECT, RESULTING FROM THE INSISTENCE OF THE FORMER 
THAT FULL AND DETAILED STUDIES WERE NEEDED BEFORE 
ANYTHING 

COULD BE STARTED, AND THE UNWILLINGNESS OF THE 
LATTER TO SPEND 

THE TIME THAT WOULD BE REQUIRED. WHILE 
THE TWO SIDES STILL HAVE DIFFERING VIEWS, THE DECISION 
TO DELAY AWARDING THE CONTRACTS INDICATES THAT THERE 
HAS BEEN SOME ACCOMMODATION. 
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